
Tax Provisions for Businesses, Municipalities and State Government - Page 3 of 3
March 10, 2009

  Addition of Permanent Sequestration Requirement to CO2 Capture Tax Credit                

Administrator:

     U.S. Internal Revenue Service     
         

Description:

     

Last year, Congress provided a $10 credit per ton for the first 75 million metric tons of carbon dioxide captured and transported from an industrial source for use in enhanced oil recovery, and $20 credit per ton for carbon dioxide captured and transported from an industrial source for permanent storage in a geologic formation. Facilities were required to capture at least 500,000 metric tons of carbon dioxide per year to qualify. This provision would require that any taxpayer claiming the $10 credit per ton for carbon dioxide captured and transported for use in enhanced oil recovery must also ensure that such carbon dioxide is permanently stored in a geologic formation.

    
         

How to apply:

     

New provision does not change the way participants file for the tax credit, just the qualifications to be able to apply for the tax credit.

    
         

Website:

     

http://www.irs.gov

    
         

Phone:

     Telephone Assistance for Individuals: 1-800-829-1040
     Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m. Telephone Assistance for Businesses: 1-800-829-4933 
Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m.     
        Treasury Department Energy Grants in Lieu of Tax Credits                

Administrator:

     

U.S. Department of the Treasury
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Description:

     

Under current law, taxpayers are allowed to claim a production tax credit for electricity produced by certain renewable energy facilities and an investment tax credit for certain renewable energy property. These tax credits help attract private capital to invest in renewable energy projects. Current economic conditions have severely undermined the effectiveness of these tax credits. As a result, this provision would allow taxpayers to receive a grant from the Treasury Department in lieu of tax credits. This grant will operate similarly to the current-law investment tax credit.

    
         

How to apply:

     

The Treasury Department will issue a grant in an amount equal to thirty percent (30%) of the cost of the renewable energy facility within sixty days of the facility being placed in service or, if later, within sixty days of receiving an application for such grant.

    
         

Website:

     

http://www.treasury.gov

    
         

Phone:

     

Treasury Department, General Information: (202) 622-2000

    
           

  Extension of Bonus Depreciation   

                  

Administrator:
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U.S. Internal Revenue Service (IRS)

    
         

Description:

     Businesses are allowed to recover the cost of capital expenditures over timeaccording to a depreciation schedule. Last year, Congress temporarilyallowed businesses to recover the costs of capital expenditures made in 2008faster than the ordinary depreciation schedule would allow by permitting these businesses to immediately write-off fifty percent (50%) of the cost ofdepreciable property (e.g., equipment, tractors, wind turbines, solar panels,and computers) acquired in 2008 for use in the United States. The billwould extend this temporary benefit for capital expenditures incurred in2009.
   
         

How to apply:

     The extension of the first-year depreciation deduction is generally effective for property placed in service after December 31, 2008.  This benefit can be claimed when filing for taxes.
   
         

Website:

     

http://www.irs.gov

    
         

Phone:

     Telephone Assistance for Individuals: 1-800-829-1040
     Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m. Telephone Assistance for Businesses: 1-800-829-4933 
Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m.     
        Modify Speed Requirement for High-Speed Rail Exempt Facility Bonds                

Administrator:

     

U.S. Department of Treasury

    
         

Description:

     Under current law, states are allowed to issue private activity bonds for high-speed rail facilities. Under current law, a high-speed rail facility is a facility for the transportation of passengers between metropolitan areas using vehicles that are reasonably expected to operate at speeds in excess of 150 miles per hour between scheduled stops. This provision would allow these bonds to be used to develop rail facilities that are used by trains that are capable of attaining speeds up to150 miles per hour.
   

 3 / 8

http://www.irs.gov/


Tax Provisions for Businesses, Municipalities and State Government - Page 3 of 3
March 10, 2009

         

How to apply:

     This provision adds to the definition of an existing bond.   More information can be found at 
http://www.treasury.gov
   
         

Website:

     

http://www.treasury.gov

    
         

Phone:

     

Treasury Department, General Information: (202) 622-2000

    
           

  Qualified School Construction Bonds   

                  

Administrator:

     

U.S. Internal Revenue Service (IRS)

    
         

Description:

     The bill creates a new category of tax credit bonds for the construction, rehabilitation, or repair of public school facilities or for the acquisition of land on which a public school facility will be constructed.  There is a national limitation on the amount of qualified school construction bonds that may be issued by state and local governments of $22 billion ($11 billion allocated initially in 2009 and the remainder allocated in 2010). This proposal is estimated to cost $9.877 billion over 10 years.     
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How to apply:

     

The taxpayer holding qualified school construction bonds on a credit allowance date is entitled to a tax credit.  The amount of the tax credit is determined by multiplying the bond’s credit rate by the face amount on the holder’s bond. The tax credit will be received when taxes are filed with the IRS.

    
         

Website:

     

http://www.irs.gov

    
         

Phone:

     Telephone Assistance for Individuals: 1-800-829-1040
     Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m. Telephone Assistance for Businesses: 1-800-829-4933
Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m.     
        Extension and Increase in Authorization for Qualified Zone Academy Bonds
(QZABs)                 

Administrator:

     

U.S. Internal Revenue Service (IRS)

    
         

Description:

     

The bill allows an additional $1.4 billion of QZAB issuing authority to state and local governments in 2009 and 2010, which can be used to finance renovations, equipment purchases, developing course material, and training teachers and personnel at a qualified zone academy. In general, a qualified zone academy is any public school (or academic program within a public school) below college level that is located in an empowerment zone or enterprise community and is designed to cooperate with businesses to enhance the academic curriculum and increase graduation and employment rates. QZABs are a form of tax credit bonds, which offer the holder a federal tax credit instead of interest.  This proposal is estimated to cost $1.045 billion over 10 years.

    
         

How to apply:
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     The taxpayer holding qualified school construction bonds on a credit allowance date is entitled to a tax credit.  The amount of the tax credit is determined by multiplying the bond’s credit rate by the face amount on the holder’s bond. The tax credit will be received when taxes are filed with the IRS.
   
         

Website:

     

http://www.irs.gov/publications/p954/ar02.html#d0e3636

    
         

Phone:

     Telephone Assistance for Individuals: 1-800-829-1040
     Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m. Telephone Assistance for Businesses: 1-800-829-4933
Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m.     
        Industrial Development Bonds (IDBs)                

Administrator:

     U.S. Internal Revenue Service (IRS)     
         

Description:

     Under current law, certain manufacturing facilities are eligible for tax exempt bond financing. Section 144(a) (12) (C) specifically limits the definition of a manufacturing facility for the purposes of such financing to facilities that are used in the manufacturing or production of tangible personal property. This provision amends the definition of manufacturing facility to any facility used in the manufacturing, creation, or production of tangible or intangible property described in section 197(d)(1)(C)(iii). Intangible property is any patent, copyright, formula, process, design, pattern, know how, format, or other similar item. The proposal also clarifies which physical components of a manufacturing facility qualify as &quot;ancillary&quot; and therefore are subjected to a 25% limitation in the amount of bond issuance used to build or re-construct those components.    
         

How to apply:

     This provision will take effect adding to the definition for tax exempt bonds.
   
         

Website:

     http://www.irs.gov  or http://w
ww.treasury.gov
   
         

Phone:

     Telephone Assistance for Individuals: 1-800-829-1040
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     Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m. Telephone Assistance for Businesses: 1-800-829-4933
Hours of Operation: Monday – Friday, 7:00 a.m. – 10:00 p.m.     
        Tax Credit Bond Option for State and Local Governments (“Build America Bonds”)
 
  
      
    

Administrator:

     

U.S. Treasury

    
         

Description:

     The federal government provides significant financial support to state and local governments through the federal tax exemption for interest on municipal bonds. Both tax credit bonds and tax-exempt bonds provide a subsidy to municipalities by reducing the cash interest payments that a state or local government must make on its debt. Tax credit bonds differ from tax-exempt bonds in two principal ways: (1) interest paid on tax credit bonds is taxable; and (2) a portion of the interest paid on tax credit bonds takes the form of a federal tax credit. The federal tax credit offsets a portion of the cash interest payment that the state or local government would otherwise need to make on the borrowing. For 2009 and 2010, this proposal provides state and local governments with the option of issuing a tax credit bond instead of a tax-exempt governmental obligation bond. Because the market for tax credits is small given current economic conditions, the bill would allow the state or local government to elect to receive a direct payment from the federal government equal to the subsidy that would have otherwise been delivered through the federal tax credit for bonds.  
   
         

How to apply:

     Please contact the U.S. Treasury Department for more information as it implements this program.     
         

Website:

     

http://www.treasury.gov

    
         

Phone:

     Treasury Department, General Information: (202) 622-2000
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  Special thanks to the offices of Congresswoman Betty Sutton and Senator Christopher
Dodd for their assistance in preparing this document.  
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